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Congress creates inspector general; 
PSRO role in blocking fraud 
set aside until next session 
WASHINGTON, D.C.—In a last-minute 
s w i r l of l e g i s l a t i v e maneuvering, the Con-
gress l a s t week voted t o create a f e d e r a l 
o f f i c e of inspector general f o r the inves-
t i g a t i o n o f fr a u d and abuse i n more than 
$130 b i l l i o n worth o f s o c i a l programs ad-
ministered by DHEW. The Ford administra-
t i o n , which had o r i g i n a l l y said i t was op-
posed t o the "supercop" b i l l on the grounds 
t h a t i t would be an unprecedented i n t e r -
ference w i t h executive management, switched 
p o s i t i o n s s h o r t l y before the b i l l was 
passed, and the President was expected t o 
sign i t . 
The congressional a c t i o n provided a 
replacement f o r a b i l l introduced Sept. 10 
by Sen. Herman Talmadge (D-Ga.) w i t h kO 
b i p a r t i s a n cosponsors and backed by phys i -
cian and PSRO i n t e r e s t s . Some version o f 
the Talmadge b i l l i s l i k e l y t o be introduced 
i n the next session of Congress. That l e g -
i s l a t i o n , spurred by testimony on "Medicaid 
m i l l s , " would have given PSROs a r o l e i n 
r o o t i n g out frau d i n Medicare and Medicaid. 
The inspector-general b i l l t h a t was sub-
s t i t u t e d f o r t h a t p l a n , however, goes w e l l 
beyond t h a t aim, and would give the inspec-
t o r general r e s p o n s i b i l i t y f o r a l l DHEW 
programs. 
The inspector-general b i l l does recog-
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RESULTS OF BALLOTING 
Voting on PSRO area issue 
reveals a break in 
long-standing La. opposition 
A f t e r years o f statewide o p p o s i t i o n t o 
PSRO i n Louisiana, a breach has appeared i n 
t h a t w a l l of physician r e s i s t e n c e , w i t h the 
s o l i c i t a t i o n f o r membership i n a PSRO about 
to form i n the northern p a r t o f the s t a t e . 
W i t h i n f i v e days of the counting o f 
b a l l o t s i n Louisiana's p o l l of physicians, 
a doctor i n Shreveport was sending out 
l e t t e r s t o colleagues i n Area I seeking 
t h e i r membership i n the northern Louisiana 
Medical Review Association. 
k STATES SAY 'NO' 
The p o l l was conducted by DHEW i n 
f i v e states t o determine whether physicians 
wanted t o have the s t a t e redesignated as a 
sin g l e PSRO area. I n Louisiana, as i n 
V i r g i n i a , North Carolina and Indiana, the 
answer was "no." B a l l o t s i n Arizona were to 
have been counted Oct. 8. While the major-
i t y (55 percent) o f physicians who voted i n 
Louisiana p r e f e r r e d the single-area PSRO, 
fe d e r a l r e g u l a t i o n s s t a t e t h a t a simple 
m a j o r i t y i n any one o f the PSRO areas would 
be s u f f i c i e n t t o keep the present areas. 
Area I , i n northern Louisiana, voted 301 t o 
199 t o keep the current boundaries. 
Strongest o p p o s i t i o n t o m u l t i p l e PSROs, 
as w e l l as t o PSRO i t s e l f , came from the 
New Orleans area (Area I V ) , where 555 phy-
sic i a n s (38 percent) favored the s i n g l e 
statewide PSRO, 33^ p r e f e r r e d the current 
setup, and 199 b a l l o t s were i n v a l i d f o r 
various reasons—one of which was f o r phy-
s i c i a n s ' f a i l i n g t o check e i t h e r o f the 
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nize the s p e c i a l t h r u s t o f the Talmadage 
l e g i s l a t i o n , i n t h a t i t d i r e c t s the inspec-
tor-general's o f f i c e t o have an adequate and 
appropriate s t a f f devoted f u l l time t o a n t i -
f raud a c t i v i t i e s f o r Medicaid and Medicare. 
However, the Talmadge h i l l s p e c i f i c a l l y i n -
volved PSROs i n f i g h t i n g f r a u d i n the 
"Medicaid m i l l s " : I t wotild have r e q u i r e d 
the PSROs t o t u r n over t o s t a t e and f e d e r a l 
agencies i n f o r m a t i o n " t o a s s i s t . . . i n i d e n t i -
f y i n g or i n v e s t i g a t i n g suspected cases or 
patterns o f fr a u d and abuse." 
The PSRO pr o v i s i o n s o f the Talmadge 
b i l l had won the endorsements o f such d i s -
parate i n t e r e s t s as the American Association 
of Professional Standards Review Organiza-
t i o n s , the American Medical Association and 
the Ford a d m i n i s t r a t i o n , a l l o f which t e s t i -
f i e d i n favor o f the changes at recent 
Congressional hearings. 
"We do pledge t o the Congress t h a t i f 
t h i s l e g i s l a t i o n should become law, we w i l l 
move as r a p i d l y as possible consistent w i t h 
e s t a b l i s h i n g an e f f e c t i v e review mechanism," 
said John W. Bussman, M.D., president of the 
AAPSRO. Several PSROs, w i t h DHEW approval, 
w i l l begin ambulatory-care review i n the 
next few weeks, Bussman said i n w r i t t e n 
testimony. 
As described i n recent Senate hearings, 
"Medicaid m i l l s " u s u a l l y are c l i n i c s l o cated 
i n poor sections o f l a r g e c i t i e s , some being 
owned by doctors and other by businessmen. 
These c l i n i c s a t t r a c t e d wide p u b l i c i t y l a s t 
month from the f i n d i n g s o f Sen. Frank E. 
Moss (D-Utah), who, w i t h h i s s t a f f , inves-
t i g a t e d the m i l l s f i r s t h a n d , posing as 
pa t i e n t s . 
PROFIT-PADDING 
According t o Senate i n v e s t i g a t o r s and 
witnesses, many of these c l i n i c s pad t h e i r 
p r o f i t s by claiming payment from Medicaid 
f o r f i c t i t i o u s c l i n i c v i s i t s , r e f e r r i n g 
p a t i e n t s t o drug stores t h a t they own or get 
kickhacks from, and s h u t t l i n g p a t i e n t s from 
one s p e c i a l i s t t o another w i t h i n the c l i n i c . 
Talmadge said t h a t use of the PSRO 
mechanism could "give a c l e a r , loud s i g n a l 
t o the thieves and the crooks and the 
abusers" of the $ 3 8 - b i l l i o n - a - y e a r Medicare 
and Medicaid programs. 
Even without l e g i s l a t i o n , the power o f 
the p u b l i c i t y on "Medicaid m i l l s " may have 
been spark enough f o r PSROs t o s t a r t i n t o 
ambiilatory-care review sooner than they had 
planned. • 
Voting on PSRO area issue 
reveals a break in 
long-standing La. opposition 
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choices and instead w r i t i n g i n a "no PSRO" 
a l t e r n a t i v e . I n Areas I I and I I I , the other 
two areas o f the s t a t e , ^5 percent and 39 
percent r e s p e c t i v e l y o f the v o t i n g p h y s i -
cians favored the m u l t i p l e areas. 
STATE DIVISION 
There appear t o be well-recognized 
long-standing d i v i s i o n s i n Louisiana be-
tween n o r t h and south and a f e e l i n g o f 
resistence i n the n o r t h t o being "con-
t r o l l e d by the southern m u l t i t u d e s , " as one 
physician put i t . 
Organizing the d r i v e t o form a PSRO i s _ 
Steve G. K i r k i k i s , M.D., the p r a c t i t i o n e r 
i n Shreveport who sent l e t t e r s t o h i s 
colleagues. K i r k i k i s says he s t i l l f i n d s 
the PSRO law " d i s t a s t e f u l " b u t , because i t 
i s the law, f e e l s i t should he obeyed, 
( i r o n i c a l l y , K i r k i k i s , as a member o f the 
s t a t e medical s o c i e t y , which has c o n s i s t e n t -
l y opposed PSRO, wrote the r e s o l u t i o n c a l l i n g 
f o r the repeal o f PSRO, he says.) K i r k i k i s 
p o i n t s out, however, t h a t "one o f the main 
t h r u s t s o f doctors i n northern Louisiana 
i s t h a t we don't b e l i e v e t h a t b e n e f i t s 
should he denied f o r l a c k of review. Hos-
p i t a l s have s t r u c t u r e d t h e i r w ell-being 
around Medicare and Medicaid b e n e f i t s , and 
these b e n e f i t s shouldn't be denied f o r 
l a c k o f review," he t o l d PSRO Update. 
Then, t o o , he says, "There i s the con-
cern by doctors t h a t people not q u a l i f i e d " 
would he making decisions on medical care, 
i n the event t h a t physicians refuse t o form 
PSROs and allow nonphysicians t o assume the 
PSRO mandate. 
K i r k i k i s says t h a t there has been sup-
po r t f o r a PSRO from more than the PSRO 
minimum number (25 percent) of physicians i n 
the 29 parishes o f northern Louisiana. 
And, he intends t o e n l i s t t h a t support soon 
enough t o put together a proposal t o submit 
to DHEW f o r f i n a n c i n g a planning PSRO. He 
said he expects t h a t proposal t o be ready i n 
November. 
The r e s u l t s o f the DHEW p o l l i n the 
other states i n which b a l l o t s had been count-
ed showed, as o f Oct. 6: a l l e i g h t areas o f 
North Carolina and 78 percent of physicians 
statewide supporting the e x i s t i n g boundaries; 
two o f f i v e areas i n V i r g i n i a (Roanoke and 
Richmond) opposing the m u l t i p l e areas, w i t h 
a t o t a l o f 62 percent o f the physicians i n 
support o f the status quo; and a l l except 
two o f seven areas i n Indiana (Areas I I and 
VI i n the w e s t - c e n t r a l p a r t o f the st a t e ) 
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v o t i n g t o keep the current areas, making 
a t o t a l of 61 percent o f the p h y s i c i a n ^ i n 
support statewide. 
I n a l l t h ree states there are planning 
PSROs t h a t have been delayed i n converting t o 
a l l i n Brooklyn; French and P o l y c l i n i c 
Medical School and Health Center (1U5 beds), 
and the Medical A r t s Center ( l 2 5 beds), 
i n Manhattan; and Kew Gardens General (135 
beds), and Parsons (1U5 beds), i n Queens. 
WARNING VOICED 
Some PSRO leaders disapproved o f t h i s 
a c t i o n . "Some of these small h o s p i t a l s 
charge only $130 or $lUO a day, since 
they're not f o o t i n g the b i l l f o r a research 
or t r a i n i n g program," one said. " I f t h e i r 
p a t i e n t s are t r a n s f e r r e d t o the l a r g e r 
h o s p i t a l s , w i t h research and t r a i n i n g pro-
grams, the cost can jump t o w e l l over $200 
a day." 
Stanley I . Fishman, M.D., an i n t e r n i s t 
who i s chairman of the hoard o f d i r e c t o r s o f 
the Kings County Health Care Review Organi-
zati o n , s a i d , "Everybody seems t o have a 
l i s t o f h o s p i t a l s t o be closed." The Mayor's 
Task Force, the HSA, and the State Depart-
ment, a l l have l i s t s , he sai d , adding, 
"They're reusing 1972 s t a t i s t i c s , and the 
way they're doing t h i s ( c l o s i n g of h o s p i t a l s ) 
i s r i d i c u l o u s . " • 
15 PSROs chosen to conduct 
demonstration projects on 
long-term care review 
F i f t e e n PSROs w i l l be t r y i n g out meth-
ods o f reviewing long-term care over the 
next two years i n demonstration p r o j e c t s 
designed t o produce manageable ways o f 
helping a l l PSROs f u l f i l l the requirement 
of c o n d i t i o n a l status t o review long-term 
care. 
The PSROs chosen, are, by s t a t e : 
C a l i f o r n i a : San Joaquin Area PSRO (Stock-
t o n ) ; Colorado: Colorado Foundation f o r 
Medical Care; Maryland: Baltimore C i t y 
PSRO; Massachusetts: Charles River Health 
Care Foundation (Wellesley H i l l s ) ; Michigan: 
Professional Review Organization-GLSC 
( F l i n t ) ; Upper Peninsula Q u a l i t y Assurance 
Association (Marquette); Minnesota: Foiinda-
t i o n f o r Health Care Evaluation (Minneapo-
l i s ) ; New York: Bronx Medical Services 
Foundation; Genesee Region PSRO (Rochester); 
Oregon: Multnomah Foundation f o r Medical 
Care ( P o r t l a n d ) ; South Carolina: South 
Carolina Medical Care Foundation; Utah: 
Utah PSRO; Vermont: Vermont PSRO; Wisconsin: 
Foundation f o r Medical Care Evaluation o f 
Southeastern Wisconsin (Milwaukee); Wyoming: 
Wyoming Health Services Company. 
GUIDELINES SENT OUT 
Meanwhile, the Bureau o f Qu a l i t y As-
surance has sent out the second d r a f t o f 
guidelines f o r review i n long-term care 
f a c i l i t i e s , a document t h a t received praise 
from members o f the National PSR Council at 
c o n d i t i o n a l designation p r i o r t o the p o l l . 
The p o l l was made necessary by a Congression-
a l amendment passed l a s t December t o allow 
physicians t o r e j e c t the m u l t i p l e PSRO areas 
i n Texas. 
TEXAS DIFFERENT 
Five other states were drawn i n by the 
p r o v i s i o n s , which c a l l e d f o r the p o l l i n 
states i n which there were no c o n d i t i o n a l 
PSROs. The s i t u a t i o n i n Texas was compli-
cated by a court challenge won by physicians 
who favored a si n g l e statewide PSRO. DHEW 
i s about t o conduct an i n f o r m a l , nonbinding 
p o l l o f physicians i n Texas t o assess cur-
r e n t sentiment on the question of m u l t i p l e 
versus s i n g l e PSROs. • 
PSRO and HSA activities, plus 
fiscal pressures, may mean 
end of some small N.Y. hospitals 
NEW YORK, N.Y.—The combination o f 
PSRO and Health Systems Agency a c t i v i t i e s 
i n New York C i t y , aggravated by acute 
f i n a n c i a l pressures, may nudge out of e x i s -
tence a nijmber of small h o s p i t a l s whose low 
occupancy rates have placed them on several 
agencies' l i s t s as "vulnerable." 
OVERBEDDING CITED 
Eleanore Rothenberg, executive d i r e c t o r 
o f the New York County PSRO, said t h a t there 
i s "overbedding" i n New York C i t y . Rothen-
berg, the author o f a recent monograph on 
c e r t i f i c a t e - o f - n e e d a c t i v i t y i n New York 
State, said, "The more e f f e c t i v e PSRO 
becomes, the more i t may u l t i m a t e l y r e s u l t 
i n shorter lengths of stay, which w i l l , i n 
t u r n , reduce occupancy." 
This may mean t h a t some h o s p i t a l s w i l l 
u l t i m a t e l y be closed. " I f occupancy i s 
below 70 percent, the h o s p i t a l becomes 
'vulnerable,' under HSA standards," she 
said. 
Meanwhile, the s t a t e h e a l t h department 
announced i t planned t o close 11 p r i v a t e 
h o s p i t a l s i n New York C i t y , drawn from a 
l i s t o f 30 c i t e d as vulnerable i n a study 
by the HSA. The reason given by State 
Health Commissioner Robert P. Whelen, M.D., 
i s t h a t these h o s p i t a l s had less than 70 
percent occupancy. The h o s p i t a l s l i s t e d 
include Bay Ridge (7^ beds), L e f f e r t s 
General (16O beds). House o f St. Giles the 
Cripple (30 beds), Lutheran ( l 2 9 beds), 
Midwood (56 beds), and Samaritan (59 b e d s ) — 
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i t s Sept. 13-1^ meeting. The f i n a l v e r s i o n 
i s expected t o be presented t o the c o u n c i l 
at i t s November or January meeting. 
I n the i n t r o d u c t i o n t o the g u i d e l i n e s , 
Michael J. Goran, M.D., d i r e c t o r o f BQA, 
stresses t h a t w h i l e the bureau w i l l a l l o w 
f l e x i b i l i t y f o r d i f f e r e n t PSRO plans, the 
gu i d e l i n e s "provide one approach t o l o n g -
term care review, and those PSROs which 
develop a plan i n accordance w i t h these 
guidelines w i l l , upon approval, implement 
a review system which replaces e x i s t i n g 
review requirements." 
"This approach," say the g u i d e l i n e s , 
"describes a review system which i s s i m i l a r 
t o the h o s p i t a l review system....However, 
i t d i f f e r s conceptually from the h o s p i t a l 
review system i n a niimber o f important areas 
i n order t o address the unique c h a r a c t e r i s -
t i c s of long-term care f a c i l i t i e s . " 
WHERE THEY DIFFER 
These d i f f e r e n c e s are: preadmission cer-
t i f i c a t i o n t o assure appropriate i n i t i a l 
placement of p a t i e n t s ; q u a l i t y assessment o f 
pa t i e n t s during continued-stay review; using 
a p a t i e n t ' s h e a l t h status as a basis f o r 
continued-stay review, r a t h e r than using 
standard checkpoints; stress on m u l t i d i s -
c i p l i n a r y a t t e n t i o n t o reviews and medical-
care evaluations; conducting MCEs f o r an 
e n t i r e area o r , at l e a s t , several f a c i l i t i e s 
r a t h e r than r e s t r i c t i n g them t o one i n s t i t u -
t i o n ; more d e f i n i t i v e c r i t e r i a f o r dele-
gating review t o small i n s t i t u t i o n s ; and 
emphasis on sharing f i n d i n g s w i t h f a c i l i -
t i e s , f i s c a l i n t e r m e d i a r i e s , s t a t e Medicaid 
agencies, survey agencies and planning 
agencies. • 
Statewide PSR Council 
proposed regs published 
Proposed r e g u l a t i o n s f o r s t a t e PSR coun-
c i l s appeared i n the Oct. T Federal Register. 
Comments t o the D i r e c t o r , Bureau of Q u a l i t y 
Assurance, 566O Fishers Lane, Rm. 16A-3'?, 
R o c k v i l l e , MD 20852 w i l l be accepted f o r 
60 days. • 
Six sites chosen for study 
of ambulatory-care review 
The government has chosen s i x PSROs 
(in s t e a d o f the planned 10) t o run demonstra-
t i o n p r o j e c t s of amhulatory-care review over 
the next two years w i t h the expectation 
t h a t the recent p u b l i c i t y on the abuses of 
"Medicaid m i l l s " w i l l heighten i n t e r e s t i n 
the r e s u l t s . 
D i r e c t o r o f the Bureau o f Qu a l i t y As-
surance, Michael Goran, M.D., announced the 
f o l l o w i n g study s i t e s a t the National PSR 
Council meeting Sept. 13: Central Massa-
chusetts Health Care Foundation; Southcen-
t r a l Pennsylvania PSRO; Bronx Medical 
Services Foundation; Multnomah Foundation 
(P o r t l a n d , Ore.); New Mexico PSRO; and 
North Bay PSRO (San Rafael, C a l i f . ) . 
The ambulatory-care conference o r i g i n -
a l l y planned by BQA f o r t h i s month has been 
postponed u n t i l l a t e w i n t e r or e a r l y s p r i n g , 
Goran said. L e s l i e Ford, M.D., w i l l oversee 
ambulatory care review i n BQA. • 
Starting date for members 
of first state councils 
passes with no DHEW action 
The Oct. 1 s t a r t i n g date f o r terms of 
members o f the f i r s t s i x s t a t e PSR councils 
has passed w i t h the members unnamed by the 
DHEW; the necessary signature from Secre-
t a r y David Mathews has been due "momen-
t a r i l y " f o r the past f o u r weeks. 
The c o i i n c i l s , which w i l l s i t i n an 
appe l l a t e p o s i t i o n over PSRO decisions i n 
t h e i r s t a t e s , w i l l c ontain a mix o f desig-
nated and appointed members, the l a t t e r 
selected by the secretary from l i s t s sub-
m i t t e d by the governors. 
6 IN FIRST GROUP 
The states t h a t have three or more con-
d i t i o n a l PSROs scheduled f o r councils i n 
the f i r s t batch are: Massachusetts, Con-
n e c t i c u t , New York, Pennsylvania, Maryland 
and C a l i f o r n i a . 
I n a d d i t i o n , the sta,tes o f Missouri, 
Ohio and New Jersey have become e l i g i b l e 
and are expected t o have councils by next 
summer. 
The t o t a l budget f o r s t a t e councils i n 
f i s c a l 19TT i s $1 m i l l i o n . 
Proposed r e g u l a t i o n s governing the 
s t a t e councils have been w r i t t e n and, 
along w i t h the membership l i s t s , are on 
Mathews's desk. • 
National Council sees PSRO 
playing a crucial role 
in settling CAT-scan issues 
"Among the elements o f m i d d l e - l e v e l 
technology t h a t are d r i v i n g up the costs of 
medical care, the CAT scanner i s a superb 
example," s a i d M e r l i n K. DuVal, M.D., ch a i r -
man o f the N a t i o n a l PSR Council. "PSRO," 
he continued, "may be the agency t h a t can 
b r i n g p r o f e s s i o n a l judgment t o i t s use." 
DuVal spoke Sept. 13 a f t e r the National 
Council had heard Joshua Sanes of the 
Congressional O f f i c e o f Technology Assess-
ment give an overview o f the CAT scanners' 
costs, use, p r o f i t s and e f f i c a c y nationwide. 
BARRAGE OF ISSUES 
The r a p i d acceptance o f these computer-
ized a x i a l tomography scanners since t h e i r 
i n t r o d u c t i o n i n 1973, and the large amount 
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o f revenues they generate, has l e d t o a 
barrage of p o l i c y questions f o r f e d e r a l , 
s t a t e and r e g i o n a l agencies responsible f o r 
h e a l t h - s e r v i c e planning, Sanes said. 
The 320 machines c u r r e n t l y i n use pro-
duce more than $200 m i l l i o n a year i n 
revenue, he said. (Another 320 machines 
are on order.) On the average, one machine 
produces an annual p r o f i t o f $250,000, a f t e r 
operating expenses and d e p r e c i a t i o n , f o r 
i t s use 12 1/2 hours a day, f i v e days a 
week. Fees f o r an examination average $225, 
f o r both the head scan and body scan. 
Sanes's f i g u r e s came from a survey, 
conducted by the O f f i c e of Technology Assess-
ment, and requested by two Congressional 
committees, on studies done i n t h i s country 
and B r i t a i n . 
EFFICACY LIMITED 
Sanes reported t h a t studies o f the 
e f f i c a c y o f the CAT scanner have been l i m i t e d 
mostly t o the t e c h n i c a l c a p a b i l i t y and the 
diagnostic accuracy of the machines. I n 
both these areas the CAT scanner gets high 
marks, he i n d i c a t e d . But, as t o i t s impact 
on the planning and d e l i v e r y o f h e a l t h 
services, the few studies done have been 
inconclusive. F i n a l l y , he noted, although 
there has been l i t t l e examination o f the 
e f f e c t s o f the machine on the h e a l t h of the 
p a t i e n t , one study showed m o r t a l i t y t o be 
unchanged by use o f the CAT scanner. 
C l e a r l y , the N a t i o n a l Council members 
i n d i c a t e d , more study and discussion i s 
warranted, since the CAT-scanner i n d u s t r y 
(which has grown from three companies t o s i x 
at present, and w i l l be increased t o 12 be-
f o r e long, Sanes said) i s not the group t o 
decide questions of p u b l i c p o l i c y and 
p r o f e s s i o n a l use o f these machines. • 
New York PSRO stresses 
its discussions with state 
on Chap. 76 only exploratory 
NEW YORK~The Kings County Health Care 
Review Organization has made i t clear t h a t 
despite the o p t i m i s t i c r e p o r t l a s t month of 
New York State h e a l t h department o f f i c i a l s 
regarding implementation of Chapter T6 of 
the state's new Medicaid law (PSRO Update, 
June, August and Sept., 1976) , the Kings 
County group "has no i n t e n t i o n o f becoming 
an agent of the s t a t e h e a l t h department." 
TALKS 'PRELIMINARY' 
I n a statement t o PSRO Update by 
Stanley I . Fishman, M.D., chairman of the 
board of d i r e c t o r s , and John Q. Podesta, 
executive d i r e c t o r of the PSRO, i t was 
stressed t h a t the discussions w i t h the s t a t e 
o f f i c i a l s have been "only p r e l i m i n a r y ex-
p l o r a t i o n s . " 
The two s a i d , somewhat t a r t l y , t h a t 
"apparently, as has been re p o r t e d , some 
members of the s t a t e h e a l t h department 
have been o v e r l y o p t i m i s t i c i n a n t i c i p a t i n g 
t h a t these discussions would come t o a 
speedy conclusion." They added t h a t the 
Kings County group does not i n t e n d t o 
" f i n a l i z e such discussions without f u l l ex-
p l o r a t i o n and agreement w i t h other New York 
State PSROs through our s t a t e support 
center." 
Meanwhile, PSROs i n New York were im-
p a t i e n t l y a w a i t i n g a decision by f e d e r a l 
D i s t r i c t Judge George P r a t t on an a p p l i c a -
t i o n f o r a p r e l i m i n a r y i n j u n c t i o n t o h a l t 
the implementation o f s u r g i c a l aspects i n 
the new s t a t e law. The New York State Medi-
c a l Society f i l e d the a p p l i c a t i o n against 
the commissioners of h e a l t h and s o c i a l 
services departments i n New York State. 
There had been an expectation t h a t the 
judge would hand down h i s d e c i s i o n the f i r s t 
week of September. Those in v o l v e d i n the 
s u i t against the s t a t e o f f i c i a l s regarded 
the delay as p o s s i b l y an i n d i c a t i o n t h a t the 
judge's decision might be favorable t o them. 
A spokesman f o r the medical s o c i e t y said 
t h a t the s o c i e t y would also seek a permanent 
i n j Tine t i o n against the law on the grounds 
t h a t i t v i o l a t e s c o n s t i t u t i o n a l guarantees 
of the p a t i e n t ' s r i g h t t o p r i v a c y and the 
doctor's r i g h t t o p r a c t i c e medicine. • 
BQA seeks to hike ceiling 
on number of conditionals 
to be funded in FY 1977 
The Bureau of Q u a l i t y Assurance w i l l 
attempt t o have the c e i l i n g l i f t e d on the 
number of PSROs t h a t can be funded as con-
d i t i o n a l organizations i n f i s c a l year 1977. 
The l i m i t was set at 120 i n l a s t year's 
budget. 
This move grows out o f the strong 
f e e l i n g expressed by members of the National 
PSR Council t h a t some organizations are f a r 
enough developed t o be able t o be funded 
d i r e c t l y as c o n d i t i o n a l s instead of f i r s t 
going through a planning phase. 
Dennis S i e b e r t , d i r e c t o r of BQA's 
program operations, t o l d PSRO Update, "We've 
always s a i d t h a t t h e o r e t i c a l l y an organiza-
t i o n could go d i r e c t l y t o c o n d i t i o n a l . 
There are a few—maybe 10 or 1 2 — i n t h i s 
category. We want t o make i t c l e a r t o the 
department [ o f HEW] t h a t there are groups 
t h a t might be e l i g i b l e now." 
To make the change, Siebert s a i d , 
approvals would be needed from o f f i c e s " a l l 
up the l i n e " and i t i s "unclear j u s t 
who has t o agree t o the change." 
The PSRO program as o f Oct. 1 , the 
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beginning o f f i s c a l 1977, had 98 c o n d i t i o n -
a l s , 22 plannings and the expectation o f 
funding as many as 83 new organizations 
during t h i s budget year, a f i g u r e t h a t 
corresponds t o the areas of the country 
t h a t now remain uncovered by a PSRO. 
Requests f o r proposals from p o t e n t i a l 
PSROs are going out t h i s month, w i t h a 
due date t o be set f o r sometime i n the 
middle o f November. The same process i s 
expected t o be repeated beginning i n January 
f o r organizations t h a t do not get i n t o t h i s 
cycle. • 
Congress again overrides 
Ford veto of budgets 
Again t h i s year, a Congressional over-
r i d e o f a veto by President Ford has been 
necessary t o pass the budget f o r the Depart-
ments of Labor and Health, Education, and 
Welfare. The 1977 budget t o t a l s $56 b i l -
l i o n , o f which $62 m i l l i o n i s designated 
f o r the PSRO program. • 
DHEW's Forward Plan for 78-'82 
sees PSROs as critical factor 
in areas of cost and quality 
WASHINGTON, D.C.—The PSRO program i s 
destined t o become "the p r i n c i p a l v e h i c l e 
throiigh which patterns o f health-care u t i l -
i z a t i o n can be improved nationwide," accord-
i n g t o DHEW's Forward Plan f o r Health 1978-
82. 
The Forward Plan c a l l s f o r full imple-
mentation of the PSRO program, i n c l u d i n g 
long-term and ambulatory-care review, not 
only t o assure the q u a l i t y o f care and t o 
help solve the problems o f inap p r o p r i a t e 
u t i l i z a t i o n o f health-care services by pro-
viders and consumers, but also t o meet i t s 
cost-containment p o t e n t i a l . 
Q u a l i t y assurance and cost containment 
are major concerns of Assistant Secretary 
f o r Health Theodore Cooper, M.D., and he 
believes the PSRO program can make major 
c o n t r i b u t i o n s i n both areas. 
"Assuring the q u a l i t y o f care," one o f 
the seven "themes" i n the Forward Plan, 
notes t h a t "PSROs help t o assure t h a t the 
highest q u a l i t y o f care i s d e l i v e r e d f o r 
the f e d e r a l d o l l a r by i d e n t i f y i n g d e f i c i e n -
cies i n helath-care p r a c t i c e and c o r r e c t i n g 
them through continuing education and 
ad m i n i s t r a t i v e change." 
COST EFFECTS CITED 
Elab o r a t i n g on t h i s , James I . Cleeman, 
M.D., who, as associate d i r e c t o r of the 
d i v i s i o n o f he a l t h services i n Cooper's 
o f f i c e , played a major r o l e i n developing 
the quality-assurance theme, t o l d PSRO 
Update t h a t although the emphasis o f the 
the PSRO program w i l l continue t o be q u a l i t y 
assurance, "there i s some evidence t h a t the 
program can have a s a l u t o r y e f f e c t on 
costs." 
Cleeman, appointed l a s t month as the 
d i r e c t o r o f t h e d i v i s i o n o f peer review 
i n the Bureau o f Q u a l i t y Assurance, echoed 
Cooper's b e l i e f s t h a t "what i s on people's 
minds i s not how many bucks we are spend-
in g . ..but what i s the r e t u r n on the n a t i o n a l 
investment i n h e a l t h care." The PSRO 
program, he s a i d , can " c o n t r i b u t e m i g h t i l y " 
t o e f f o r t s t o maximize the r e t u r n on the 
n a t i o n a l investment i n h e a l t h . 
The quality-assurance theme also 
stresses the importance of the PSRC evalu-
a t i o n e f f o r t . "The evaluation o f PSRO i s 
c r i t i c a l l y important f o r a number o f rea-
sons: the s u b s t a n t i a l impact PSROs can have 
on f e d e r a l heaJth expenditures; the poten-
t i a l i n f l u e n c e o f PSRC on the p r a c t i c e o f 
medicine; the need t o gain a b e t t e r under-
standing o f the i m p l i c a t i o n s o f d i f f e r e n t 
review mechanisms; and the need f o r exten-
sive i n f o r m a t i o n on a nationwide q u a l i t y -
assurance system as a necessary concomitant 
of n a t i o n a l h e a l t h insurance." 
NCNPHYSICIAN INVOLVEMENT 
The quality-assurance theme also 
stresses the involvement o f nonphysician 
health-care p r a c t i t i o n e r s i n the peer-
review mechanism, an involvement t h a t the 
PSRC program has r e c e n t l y begun through 
i t s l i a i s o n network of nonphysician h e a l t h 
p r o f e s s i o n a l s . 
C a l l i n g f o r "appropriate linkages" 
between l i c e n s u r e and c e r t i f i c a t i o n bodies 
on the one hand, and PSROs and other peer-
review groups on the o t h e r , the Forward 
Plan o u t l i n e s a possible r o l e f o r PSROs 
i n assuring the competance of h e a l t h 
professionals and i n assuring the q u a l i t y 
o f health-care f a c i l i t i e s . The q u a l i t y -
assurance theme suggests t h a t through 
these linkages, "some of the r e s u l t s of 
experimentation w i t h q u a l i t y assessment, 
as w e l l as the o p e r a t i o n a l f i n d i n g s o f 
peer-review systems, can provide important 
p r a c t i c a l indices o f continued competance 
t h a t r e l a t e t o the a c t u a l d u t i e s , responsi-
b i l i t i e s and performance of h e a l t h pro-
f e s s i o n a l s . " 
S i m i l a r l y , i n the area of c e r t i f y i n g 
health-care f a c i l i t i e s , " i t seems obvious 
t h a t some s o r t o f linkage between the 
p r o v i d e r - c e r t i f i c a t i o n machanism and PSRC 
a c t i v i t i e s should be established t o insure 
t h a t the q u a l i t y of care a c t u a l l y rendered 
i n a f a c i l i t y i s used as a y a r d s t i c k o f 
a c c e p t a b i l i t y . " the theme says. • 
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Need for practical policy 
on confidentiality of 
medical records stressed 
DALLAS—There seems t o be l i t t l e doubt 
t h a t some n a t i o n a l p o l i c y on c o n f i d e n t i a l i t y 
o f medical-records i n f o r m a t i o n i s i n order, 
according t o a re p r e s e n t a t i v e o f the Privacy 
P r o t e c t i o n Study Commission. 
Carole W. Parsons, executive d i r e c t o r 
of the commission, t o l d the American Hospi-
t a l Association members meeting here Sept. 
20 t h a t the "misuses and abuses" o f medical-
records i n f o r m a t i o n can no longer be i g -
nored. 
PATIENT SIGNS, OTHERS SEE 
"The only person who appears \inable t o 
gain access t o h i s records i s the p a t i e n t 
himself, even though he i s o f t e n r e q u i r e d 
t o sign forms g r a n t i n g others access t o h i s 
records," she said. 
The Privacy P r o t e c t i o n Study Commis-
sion , established by the Privacy Act o f 
197^1, operates under the j u r i s d i c t i o n of 
Congress w i t h a mandate t o examine current 
p r a c t i c e s , uncover abuses and propose ex-
tensions o f the law. During the past sixm-
mer, the commission held hearings on medi-
cal-record-keeping p r a c t i c e s ; i t plans t o 
issue a re p o r t o f i t s f i n d i n g s by the end 
of t h i s year. 
The. p r i v a c y a c t , which covers only 
f e d e r a l agencies, p r o h i b i t s the release of 
personal data t o any person or any or g a n i -
z a t i o n not s p e c i f i c a l l y authorized t o r e -
ceive t h a t i n f o r m a t i o n . PSRCs are not con-
sidered f e d e r a l agencies. 
'CCISTANT ACCESS' 
I n 197^, the 7,17^ AHA member h o s p i t a l s 
created medical records on some 35*5 m i l l i o n 
i n p a t i e n t admissions, 71 m i l l i o n emergency-
room v i s i t s and 108 m i l l i o n c l i n i c v i s i t s . 
Noting t h a t medical records contain a 
great amount of h i g h l y s e n s i t i v e i n f o r m a t i o n . 
Parsons sa i d , "The i n f o r m a t i o n i s h i g h l y 
" t e c h n i c a l and e a s i l y susceptible t o m i s i n -
t e r p r e t a t i o n by the u n t r a i n e d ....However, 
there i s constant access t o medical records, 
not only by those d i r e c t l y involved i n 
p a t i e n t care by also by employers, c r e d i t 
g r a n t e r s , insurance companies and others." 
I n extending the law, she noted, r u l e s 
would have t o be established f o r access by 
researchers and f o r preventing unauthorized 
d i s c l o s u r e , as w e l l as f o r g r a n t i n g the 
p a t i e n t access t o h i s own record. These 
are unresolved issues, she i n d i c a t e d . 
"Many pr o f e s s i o n a l s b e l i e v e an i n d i v i d -
u a l should not have access t o h i s own 
records," she said. "But because o f the way 
hi s medical records are used today, the i n -
d i v i d u a l has an important stake i n accuracy. 
relevance and completeness o f the informa-
t i o n i t contains. 
" I t may be n e i t h e r d e s i r a b l e nor f e a s i -
b l e t o extend the p r i n c i p l e or the r e q u i r e -
ments o f the p r i v a c y act t o p r i v a t e h e a l t h -
care p r o v i d e r s , " Parsons said. "[However,] 
i n my own view...some n a t i o n a l p o l i c y con-
cerning the c i r c u l a t i o n and use o f medical 
records" i s needed. "We also r e a l i z e t h a t 
even the best c o n f i d e n t i a l i t y safeguards can 
be breached i f someone wants t o do so badly 
enough," she continued. 
Parsons noted t h a t recent hearings w i t h 
f e d e r a l o f f i c i a l s brought out some adminis-
t r a t i v e problems, but "these appeared m i n i -
mal," she sa i d , "and would not lead one t o 
r e j e c t the idea o f applying the p r i n c i p l e s 
o f the law more broadly." 
ANOTHER SEES 'NIGHTMARE' 
However, another speaker a t the session 
described the implementation o f the law as 
a "nightmare." 
M a r j o r i e R. Quandt, d i r e c t o r of the 
North Chicago Veterans A d m i n i s t r a t i o n Hospi-
t a l , said t h a t w h i l e the act was b a s i c a l l y 
sound and well-meant, i t had some weak areas. 
"Federal employees were f r i g h t e n e d by 
the thought o f the $5,000 f i n e [ f o r v i o l a -
t i n g the p r i v a c y a c t ] , and they implemented 
the l e t t e r o f the law, causing some rat h e r 
r i d i c u l o u s s i t u a t i o n s , " she said. One 
example was a h o s p i t a l employee's r e f u s a l 
over the phone t o acknowledge t o a w i f e o f 
a p a t i e n t t h a t her husband had even been 
admitted. 
Quandt said t h a t one p s y c h i a t r i c i n -
s t i t u t i o n had s i x t o eight requests d a i l y 
from p a t i e n t s t o see t h e i r own records; 
these requests had t o he i n v e s t i g a t e d and 
ca r r i e d through w i t h no a d d i t i o n a l s t a f f . 
The law doesn't a l l o w the VA ho s p i t a l s 
t o cooperate w i t h many l e g i t i m a t e research 
p r o j e c t s , such as the cancer, kidney and 
high-blood-pressure r e g i s t r i e s , she sai d , 
because most researchers do not come under 
the r e s t r i c t i o n s o f the p r i v a c y act. 
MORE THOUGHT NEEDED 
Quandt said t h a t before the law i s ex-
tended t o p r i v a t e , nonfederal communities, 
more thought about the a c t u a l purposes and 
use o f the medical i n f o r m a t i o n should go 
i n t o the basic l e g i s l a t i o n . 
"The i n t e n t o f the p r i v a c y act i s a l -
most l o s t by p o o r l y thought-out l e g i s l a t i o n 
and implementation," she said. 
Parsons sai d t h a t the commission had 
much work t o do before i t reached any con-
c l u s i o n s , adding, "there are strengths and 
weaknesses t o the argriments on a l l sides 
of the controversy. At t h i s time 1 can't 
say what the commission w i l l recommend."• 
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BQA advised to restrict further 
PSRO freedom to share data 
Further r e s t r i c t i o n s on a PSRO's a b i l -
i t y t o share data have been advised by the 
O f f i c e o f General Counsel, according t o 
Michael Goran, M.D., d i r e c t o r o f the Bureau 
of Q u a l i t y Assurance. 
MODIFIES TRANSMITTAL 
Goran t o l d the National PSR Council 
at i t s September meeting t h a t a revised 
p o l i c y would be out s h o r t l y t h a t woiild 
modify the p o l i c y enunciated i n T r a n s m i t t a l 
16, published i n February, 1975. 
He said t h a t because o f "the p o t e n t i a l 
l i a b i l i t y on release o f i n f o r m a t i o n " the 
l e g a l advice urged BQA t o draw t i g h t e r 
r e s t r i c t i o n s on what could be released. • 
Region I PSROs and HSAs 
spell out four major areas 
for working relationship 
PSROs and HSAs i n Region 1 have s p e l l e d 
out t h e i r hopes f o r a cooperative r e l a t i o n -
ship i n a document drawn up by a task f o r c e 
created by the DHEW r e g i o n a l o f f i c e i n 
Boston. HSAs, under the terms o f t h e i r 
designation agreements, are required t o 
e s t a b l i s h working r e l a t i o n s h i p s w i t h PSROs 
i n t h e i r areas. 
AREAS OF COOPERATION 
Four areas o f cooperation are i d e n t i -
f i e d : data sharing; j o i n t t e c h n i c a l a s s i s -
tance; PSRO review of HSA p r o j e c t s ; and 
PSRO assistance i n developing HSA he a l t h 
plans. According t o r e g i o n a l a d m i n i s t r a t o r 
Gertrude Hunter, M.D., t h i s i s the f i r s t 
working document t o come out o f any o f the 
nation's t e n r e g i o n a l o f f i c e s . 
On the sharing o f data, the document 
urges t h a t : an interagency data committee 
be established; agreement be reached on 
the types o f data the HSA would want from 
the PSRO; a p o l i c y o f c o n f i d e n t i a l i t y be 
established t h a t would insure t h a t the 
PSRO's l e g a l o b l i g a t i o n s are met; and a 
statement be agreed t o t h a t the PSRO would 
have the r i g h t t o analyze data i t sends t o 
the HSA. 
I n other areas, the d r a f t c a l l s f o r the 
establishment o f common q u a l i t y - o f - c a r e 
i n d i c a t o r s and establishment o f a mechanism 
f o r review of HSA plans by the PSRO. 
The paper, focussing on common needs 
r a t h e r than vague statements o f i n t e n t t o 
cooperate, urges t h a t the PSRO-HSA agreements 
be as substantive as possible. 
DATA-SHARING CONCERNS 
Cl e a r l y , the biggest concern o f PSROs 
i s t h a t o f data sharing. This subject 
dominated the f i r s t meeting Sept. 13 o f 
New England PSRO and HSA re p r e s e n t a t i v e s , 
sponsored by the Region 1 Public Health 
Service. 
While PSRO representatives voiced a 
w i l l i n g n e s s t o work w i t h HSAs, they noted 
t h a t under present Bureau of Q u a l i t y Assur-
ance p o l i c i e s , they are not i n a p o s i t i o n t o 
release p r i v i l e g e d data outside o f the PSRO 
review system u n t i l r e g u l a t i o n s on confiden-
t i a l i t y are issued. 
The u n d e r l y i n g theme of t h i s i n i t i a l 
meeting was how the HSAs would be able t o 
share PSRO in f o r m a t i o n t o a i d i n planning 
a c t i v i t i e s . 
While the atmosphere at the meeting was 
one of cooperation, i t was cle a r t h a t the 
HSAs would have l i k e d t o be t o l d t h a t 
they could have the i n f o r m a t i o n they want 
from the PSROs, and t h a t the PSROs want 
more s p e c i f i c proposals t o be developed by 
HSAs concerning e x a c t l y what data they need 
from PSROs and how they i n t e n d t o handle 
t h a t i n f o r m a t i o n . 
USE OF 'CARE' INFORMATION 
Another p o i n t of d i f f e r e n c e between 
HSA and PSRO views concerned the use o f 
comparative i n f o r m a t i o n on q u a l i t y o f care 
i n i n s t i t u t i o n s . One HSA repre s e n t a t i v e 
i n d i c a t e d t h a t the PSRO, as a r e s u l t o f i t s 
review a c t i v i t i e s , could help the HSA iden-
t i f y good and bad p a t i e n t care i n i t s area 
h o s p i t a l s . The r e a c t i o n t o t h i s from PSRO 
representatives was t h a t i t was not the 
business of the PSRO t o make q u a l i t y deter-
minations about h o s p i t a l services f o r com-
parisons between i n s t i t u t i o n s , but only t o 
assess the q u a l i t y o f care t o i n d i v i d u a l 
p a t i e n t s . The PSRO may supply some o f the 
data, the PSRO p a r t i c i p a n t s i n d i c a t e d , but 
i t should not be put i n the b i n d o f ranking 
h o s p i t a l s f o r HSA purposes. 
The impression l e f t by the meeting i s 
t h a t i t may be some time before s i g n i f i c a n t 
agreements are reached between PSROs and 
HSAs. Both programs need extensive develop-
ment before meaningful i n t e r f a c e can occur. 
Such meetings between PSROs and HSAs 
appear necessary, however, t o prevent these 
programs from becoming adversaries. Both 
are working f o r s i m i l a r goals, and many o f 
the fears and misconceptions each have about 
the other can be overcome by mutual under-
standing o f what both programs are d o i n g . • 
John Blum, J.D. 
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